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TANZANIA — KEY ECCOMIC INDICATORS 


All values in US $ MILLION and represent 
end of year figures unless otherwise 
indicated 


INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Prices 
GDP at Constant (1966) Prices 
Per Capita Income, Current (Dollars) 


Gross Capital Formation, Current Prices 


Plant & Equipment Investment 
Building Construction 
Gross Capital Formation (1966) Prices 
Indices: 1966 = 100 
Industrial Production 
Average Industrial Wage 
Labor Force (Wage Earners) ('000) 
Population (Million) 
Electricity Sales (Million Kwh) 


MONEY AND PRICES 


Money Supply (Currency in Circulation 
+ Demand Deposits) 

Interest Rates (Commercial Lending) 

Indices: 1970 = 100 
Wholesale & Retail Trade (Current) 
Cost of Living (In Dar es Salaam) 
Cost of Living (National Average) 


BALANCE OF PAYMENTS AND TRADE 


Foreign Exchange Reserves 
Public Debt Outstanding 
Debt Service (% Export Earnings) 
Balance of Payments 
Balance of Trade (Deficit) 
Exports, FOB 
U.S. Share 
Imports, CIF 
U.S. Share 
Consumer Imports only 


Exchange Rate in July 1976:US$ 1 


= T.Shs.8.40 


Exchange Rate used below for 1973/75: 


US $1 = T. Shs. 7.14 
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MAIN IMPORTS FROM U.S. (1975) 


Gorn (191, 891 metric tons) 32.8; rice (30,942 mt) 15.8; 
other grains/products (43,800 mt) 16.0; machinery and transport equipment 21.0; 
consumer goods 4.6; chemicals and pharmaceuticals 


* Estimates 


Sources: 


Annual Economic Survey (Swahili) 1975/76 
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Bank of Tanzania's Economic Bulletin, December 1975 
E.A. Customs Annual Trade Report, 1975 





S UMMARY 


Tanzania is.a poor country on a socialist path toward development. The 
State controls production and commerce and is transforming rural agricul- 
ture - basis of the economy -— into a cooperative system, 


The economy is only gradually recovering from its depression of the past 
few years. ‘Growth in the productive sectors continues to be sluggish, 
thus contributing to Balance of Payments pressures, inflation and debt. 
With anticipated good harvests in 1976 and continued generous foreign 
assistance, the situation is expected to improve somewhat in i977. The 
Government has launched its Third Five Year Plan which will focus on expan- 
sion of agro-processing and import-substitution industries. 


Opportunities for US investment are limited by government policies and 
basic deficiencies in the economic system. However, there are good prospects 
for sales of aid—financed equipment and machinery. 


THE SETTING 


Tanzania has embarked on its own path of economic and social development. 
Its guideposts include socialism, self-reliance, egalitarianism, state 
control of production and distribution, and co-operative rural agriculture. 
Ninety per cent of Tanzania's 15 million people live in rural areas and 
derive their livelihood from traditional agriculture. One of the least 
developed countries, Tanzania is basing its development strategy on 

ujamaa villages, a system of rural socialism that emphasizes cooperative 
farming and self-help. 


The State controls virtually all commerce, industry, insurance and banking 
through a network of holding companies, production agencies, agricultural 
commodity authorities and financial institutions. Imports and wholesale 
trade are handled by the state-owned Board of Internal Trade. Private 
retail out-lets are being replaced by consumer co-ops. 


Tanzania's monetary economy is based on a variety of primary and semi- 
finished agricultural exports such as coffee, cotton, sisal, cloves and 
cashewnuts. The small industrial sector is aimed at import substitution 
and processing of agricultural products. The government restricts non- 
essential imports. 


Tanzania welcomes minority equity investment by foreigners in specified 
sectors of the economy but depends primarily on multilateral and bilateral 
aid donors to meet its capital development requirements. Tanzania's 
policy of socialism and self-reliance is reflected in international 
economic and trade fora where it actively advocates a new international 
order. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Continued Economic Difficulties 


Tanzania is only slowly beginning to recover from its severe economic 
debilitation of 1974 and 1975. Although the need for food imports has 
eased and external conditions affecting Tanzania have improved somewhat, 
a disappointing export peformance in 1975 and persisting Balance of Pay- 
ments and fiscal pressures have stunted economic growth during the first 
half of 1976. Tanzania continues to suffer from sluggish material out- 
put, high inflation,. underutilized productive capacity, insufficient 
foreign exchange for essential raw materials and spare parts, and 
inefficiency in its transport and distribution system. 


Tanzanian agriculture, which accounts for 38% of GDP and two-thirds of 
export earnings, showed a disappointing performance in 1975. Food crop 
production barely recovered to pre-1973/74 drought levels. The volume 
of important cash crops such as cotton, sisal and cashewnuts declined 
considerably in the 1975/76 season. Production of other cash crops such 
.as. coffee and. tea remained at previous levels. Despite higher prices 

for coffee, the value of total exports in 1975 declined from the previous 
year. 


The small manufacturing sector registered a mixed performance in 1975 
with-a net decline in output and in labor productivity. Diamond produc- 
tion was lower but export value exceeded that of 1974. The considerable 
commercial bank lending that went to finance manufacturing and mining 
activities in 1975 could not compensate for the effects of adverse 

economic conditions of previous years and basic deficiencies of the system. 


Imports in 1975 increased by 6%. Consumer imports declined while capital 
goods were up. This increase combined with stagnation in exports led to 

a balance of trade deficit of $410 million, which was 16.5% more than 

in 1974. It is estimated that the trade picture in the first half of 

1976 has improved somewhat due to tightened import restrictions and higher 
export value. 


Pressures on the Balance of Payments eased a little in late 1975 and the 
first half of 1976. It is estimated foreign reserves in 1976 average 
about $100 million or six weeks import cover compared to half that during 
1975. In October 1975 the Government devalued the shilling by 15% and 
pegged it against the SDR. Tanzania continues to rely heavily on foreign 
aid donors for developmental and Balance of Payments support. 


The growth rate in the money supply increased in 1975 at the high level 
of 24% due to massive borrowing by Government. In June 1976 such short- 
term borrowing stood at $110 million or 23% of annual tax revenue. 
Recurrent budget expenditure has increased by an average 27% per year 
over the past five years adding to the inflation rate, estimated at 30% 
in 1975 and over 20% in 1976. The Budget estimates for FY 1976/77 total 
$861 million, with a modest 7.6% increase over last year's estimates. 





Only Modest Improvement Forecast in 1976/77 


The recent extraordinary economic troubles may diminish during fiscal 
year 1977, Production and exports will probably recover to more normal 
volume. Higher prices for some exports together with strict import 
controls and fiscal restraint should improve the Balance of Payments 
and foreign exchange positions. Heavy injections of foreign aid and 
the shifting of more capital into directly productive activities are 
expected to affect material production rates in 1977. Endemic deficie- 
ncies in the economy, however, will take time to correct and will con- 
tinue to be a drag on growth during 1976/77. 


The harvest underway is thought to be a good one. By next year Tanzania 
hopes to be self-sufficient in food grain and intends to build a strategic 
reserve as insurance against future shortfalls. Production of major 
agricultural exports will be at pre-drought levels. Greater proportions 
of cotton, sisal, cashewnut and sugar crops will be processed locally to 
meet domestic demand and add value to exported commodities. 


The Government has launched its Third Five Year Plan (July 1976 - June 1981). 
Although details will not be available until early 1977, the Plan will 
focus on the productive sectors - agriculture, industry and mining. During 
the period the government hopes to complete projects already underway or 
planned. The goal is to achieve a solid, self-sustaining base. Industrial 
development will focus on light industries which meet domestic needs and 

on processing agricultural commodities for export. Priority areas for 
industrial development and expansion are: (a) textiles, sisal, and leather; 
(b) metal industries and products; (c) food and beverages. 


According to FY 77 budget estimates, 40% of the $363 million capital (or 
development) budget will be allocated to near term productive projects 

with 30% for economic infrastructure and 30% for social services and defense. 
The government will look to public corporations to spearhead development. 
Fully 60% of the capital budget will be financed by foreign aid. Domestic 
borrowing will account for another 30%. 


During his budget message in June 1976, the Minister for Finance described 
the symptoms and causes of the economy's weaknesses. Problems of ineffi- 
cient use of labor and equipment, insufficient incentives, slow capital 
formation, escalating government and public corporation debt, and weak 
financial control will continue to blunt development progress in the near 
term. The government is attempting to deal with these problems. The 
degree of its success will determine the country's mid-term economic 
strength and ability to realize the potential of its agricultural resources. 
The country will continue to shape its economic objectives and strategy 
within its overall socialist framework. 


The East African Community and Common Market comprising Tanzania, Kenya 

and Uganda has been experiencing severe economic and political divisions. 
There is concern about further erosion of the organization's ability to 
function. The formerly integrated Railways and Harbors have effectively 
been decentralized. In the coming months other activities may be similarly 
affected. 





Zanzibar 


Like the mainland, Zanzibar professes socialism in the context of centra- 
lized, single-party rule. But this part of the United Republic remains 
largely autonomous, economically speaking, and its sizeable independently- 
held foreign currency reserves form the basis for a distinct and ambitious 
program of internal development. Efforts are being made to diversify the 
cash economy --— which historically has depended almost entirely upon the 
sale of cloves, of which Zanzibar is the world's largest producer --— both 
by expanding domestic production of various food and new cash crops and by 
fostering small-scale import substitution industries. For the near future, 
however, the somewhat troubled clove industry (plagued by clove tree disease 
but buoyed by record world prices for the cloves) will remain the mainstay 
of the cash sector. 


Development programs are varied. Some, such as large-scale public housing 
and a new hotel, have been undertaken by the government on its own. Some 
have relied on foreign assistance. Dependent on the communist world, mainly 
China, for most aid during the past decade, Zanzibar is currently seeking 
-to diversify its sources of foreign assistance. Supplementing this new 

look in aid has been the government's increased willingness to enter into 
hard-currency commercial transactions for major projects with firms in 
Western Europe, Japan and the United States. There is a growing interest 

in developing Zanzibar's tourist potential. And, while the Zanzibar Govern- 
ment has for over the past 12 years prohibited any significant foreign hold~ 
ings on the Islands, serious discussions are now taking place which would 
envision direct foreign investment on a selective basis, with the .government 
holding a major share. 


IMPLICATIONS FOR THE US 
Investment Climate 


Tanzania's socialist framework and concern to prevent domination by foreign 
business and finance act to limit and define the role for potential US 
investment. While welcoming foreign equity in planned industrial projects, 
the government insists on a controlling interest in any joint venture. Terms 
and guarantees are negotiated for a particular project and vary according to 
sector and development priority. Emphasis on village agriculture and small 

to medium scale import-substitution industries narrows the scope and lessens 
the attractiveness for foreign investment. The state controls all aspects 
of the modern economy. It depends upon concessionary foreign aid and domestic 
borrowing rather than private investment to finance its-capital requirements 
and to exploit its resources. 


The country's depressed economy, infrastructural deficiencies, inefficient 
transport system, and disruption of the East African Community and Market 
further inhibit potential private investment and markets. Tanzania maintains 
excellent relations with a number of correspondent US banks, but its shortage 
of foreign exchange can mean suspension of dividend remittances and delays in 
compensation in cases where foreign enterprises are nationalized. 





Tourism offers possibilities for US investment, although the Tanzanian 
government has not made clear the extent to which it is willing to 
exploit its many tourist attractions. The Tanzania Tourist Corporation 
is in charge of developing this sector. The Third Five Year Plan con- 
tains opportunities for minority share investment in such manufacturing 
industries as pulp and paper, leather processing, glass, cement and 
metal products. Planning for these factories aimed at import-substitu- 
tion is already underway and those interested in investment and/or 
management should correspond with the National Development Corporation 
and the Ministry of Industries. 


Sales Prospects 


Although forced to restrict imports for financial reasons, Tanzania still 
offers good prospects for American suppliers df agro-related equipment 
and machinery. The country continues to receive large amounts of aid, 
much of which is relatively untied and therefore available for financing 
under international tenders. The types of equipment Tanzania needs to 
implement its Third Five Year Plan include many in which US suppliers 

are highly competitive. 


Best prospects for US sales include: earthmoving and leveling equipment, 
trucks and other heavy duty vehicles, dairy equipment, materials handling 
equipment, grain storage facilities, cement, textile and paper machinery, 
and general construction equipment. Tanzania plans to expand rural 
water and electrical systems. It is also in the process of constructing 
a new capital city in Dodoma. An industrial complex producing shoes and 
leather goods is planned for Morogoro. The government hopes to exploit 
coal and iron deposits in south-western Tanzania and soda ash in the 

Lake Natron area, offering prospects for future sales of US mining equip- 
ment, 


In addition, Tanzania will continue to look toward the US for supplies of 
chemicals including pharmaceuticals, tractors and other agricultural 
machinery and telecommunications equipment. A solvent Zanzibar also offers 
opportunities to US suppliers of agricultural processing and related equip- 
ment, 


Serious potential suppliers should watch for international tenders and 

should visit the market. Most such tenders require prequalification of 
bidders. Early delivery and good follow-up servicing are important for 

sales here. A useful guide in English for importing and exporting, including 
relevant government regulations, is available for a charge from the Govern- 
ment-owned National Bank of Commerce. 


To meet its industrial expansion plans, Tanzania will continue to draw on 
outside consultants and management groups. Interested US firms should 
write to the Tanzania Investment Bank which acts as a clearing house for 
project proposals and source of funding for feasibility studies. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





TRAVEL with Overseas Business Reports 
(OBRs)—75 a year— to get detailed information on 
overseas trade and investment conditions and 
opportunities. 


SEE the OBR Marketing In series for information 
about a selected foreign country’s 


: trade patterns 
~ . 
industry trends 
‘ distribution channels 
transportation facilities 
trade regulations 


prospects for selected U.S. products 


SEE the OBR Market Profile series for an economic 
digest of countries in a particular marketing region. 


‘ AKE A Take a look at the country’s 
Foreign trade 
} OUR OF Foreign investment 
Finances 
POTENTIAL ce 
: Basic economic facilities 
Natural resources 
Population 
WI i ae SEE the OBR World Trade Outlook series for a twice- 
a-year analysis of U.S. export prospects to a// major 
trading countries. 
VIEW other special reports such as: 
BUSINESS Appraisal of China’s Foreign Trade Policy 


Basic Data on the Economy of the Soviet Union 


& 
. 
e A Business Guide to European Common Market 
e A Guide to End Users and Research Organizations 
REPORTS na 
© Quarterly statistics reports on U.S. foreign trade 


START your tour now for only $36.50 a year by mailing 
the coupon below. 


(Single copies are available for 50¢ each from the Publication Sales 
Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 


(please detach here) 
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